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PREFACE 


This pamphlet contains a series of ten suggested programs for 
use in studying important changes made in North Carolina’s laws 
by the 1933 legislature. The programs are designed for use in 
connection with the monograph recently published by the Institute 
of Government under the title, “Legislation of General Assembly, 
1933.” 

The programs are intended largely as a key to the material in 
the monograph dealing with particular subjects, and it is not pre- 
tended that they cover every problem which might be raised in 
connection with those subjects. Further, it is fully realized that 
the programs themselves are far from perfect in arrangement; and 
the Institute will welcome any suggestions for their improvement. 
It will also welcome criticism and suggestions pointing out ways 
in which the material in the monograph might be better presented 
from the standpoint of codrdinating the monograph and the 
programs. 

The same technique has not been followed in arranging all pro- 
grams, as the writer felt that the material did not lend itself com- 
pletely to a uniform method of treatment. However, wherever he 
felt that the same underlying problem was involved in all legislation 
covered by a program, the program was cast in question and answer 
form. In these cases an attempt was made to phrase the ques- 
tion in such a way that it would refer to the problem as it 
existed at the time the legislature was in session. 

Reference has been made at several points in the programs to 
the summaries of local legislation for each county prepared by the 
Institute. As explained in the last program, these summaries 
were distributed to all newspapers in each county by the Institute 
during the latter part of the fall of 1933; but if you are unable 
to obtain a copy from the newspaper, the Institute will be glad 
to furnish you with a copy. 

Finally, with respect to these programs, no attempt has been 
made to cover all the important legislative changes or all the 
material contained in the monograph. If you are interested in 
going beyond the matters mentioned in the programs, you may 
tind some acceptable material in connection with the new steriliza- 








tion law, and other laws regarding the treatment of mental defec- 
tives on pages 142-5 of the monograph, the emergency banking laws 
on pages 222-32, the law with respect to the hours of labor for 
women on pages 206-7, the ratification of the ““Lame Duck” amend- 
ment on pages 258-9, the laws designed to aid mortgage debtors on 
pages 185-8, the laws affecting farmers on pages 211-16, the new 
law respecting the admission and disbarment of attorneys on pages 
189-91, the resolutions relating to national economy on pages 259- 
61, or elsewhere in the monograph. 

The Institute will be glad to codperate with you if you have 
any questions either with respect to the last-mentioned laws or 
with respect to any laws mentioned in the programs. 


Henry Branois, JR. 


THE INSTITUTE OF GOVERNMENT 
Chapel Hill, N. C. 


ALBERT Coates, Director 


Associate Directors 


Henry Branpis, Jr. Ditvtarp S. GARDNER 
T. N. Grice 











PROGRAM 


BASED ON 


“LEGISLATION OF GENERAL ASSEMBLY 19383” 


PROGRAM 1 


Toric:—Legislation affecting the relation of the State government 
to public schools during 1933-5. 


THE QuEsTION:—What part should the State assume in the financ- 
ing and the management of the public schools? 


THE LEGISLATIVE ANSWER: 


I. The State’s part in financing the schools. 
A. The history of State support of schools. 
1. State support prior to 1931—the equalization fund, 
pp. 78-80. 
2. State support during 1931-3—the assumption by the 
State of the burden of operating the six months term 
of school required by the State Constitution, pp. 80-3. 


B. State support under the 1933 laws. 


1. The assumption of the support of the eight months term, 
and the appropriation of $16,000,000 per year to finance 
it, pp. 85-8. 

2. The creation of the State School Commission to super- 
vise the spending of the State’s appropriation, pp. 91-2. 

3. The things for which the State’s money is spent, and 
how the money is allocated between these items. 

a. General control, with comparative expenditures and 
appropriations for prior years, pp. 92-3. 

b. Instructional service, with comparative expenditures 
and appropriations for prior years, pp. 93-4, 97-9, 102, 
105. (Including salaries of superintendents, principals 
and teachers.) 

c. Operation of plant, with comparative expenditures and 
appropriations for prior years, p. 94. 

d. Auxiliary agencies, with comparative expenditures 
and appropriations for prior years, pp. 94-6. 
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(Note :—lIt is suggested that discussion of controversial 
matters regarding school finances be deferred until after 
discussion of the program dealing with the part of the local 
units in the support of schools. For this purpose it is 
difficult to disentangle considerations affecting the State 
and considerations affecting only local units.) 


II. The State’s part in managing the public school system (other 
than management of the State’s funds). 


A. Management prior to 1933. 


(Note :—It is suggesteed that it may be sufficient here merely 


to point out that the State, for some years, has controlled such 
matters as the selection of basal textbooks and the rating of 
teachers’ certificates.) 


B. New management features in the 1933 laws. 


1. The power vested in the School Commission to reorgan- 
ize school districts, and the results of the reorganiza- 
tion, pp. 99-101. 

. The power vested in the Commission to vary the length 
of school terms, p. 99. 

. The increased powers granted to the State Textbook 
Commission, pp. 114-6. 





PROGRAM 2 


Toric:—Legislation affecting the part which local governmental 


units play in school financing. 


Tue Question :—During 1933-5, what part should local units play 


in the financing of the public school system? 


THE LEGISLATIVE ANSWER: 


(Note:—It is suggested, in connection with this program, 


that it would be helpful to read through all the material in the 
monograph from page 102 to page 112 inclusive, before attempt- 
ing to separate the material in the manner outlined below. The 
financial status of the old school districts, the new school 
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administrative units, and the counties as governmental agencies 
is one of such interdependence that it is well to have the 
status of all in mind before approaching the problem from 
the standpoint of the three types of units individually.) 


— 


. The status of the new county and city administrative units. 


A. Power to have taxes levied when the levy is approved by 
the voters. 


1. Taxes to supplement the funds furnished by the State 
for the operation of the eight months term, pp. 88, 102-4, 
105-6. 
2. Taxes for the support of a ninth month of school, and 
the limitation placed on the right to levy such taxes when 
the unit is in default, pp. 88-90. 
- 8. The elections during 1933 and their results, pp. 90-1. 
4. The State’s indirect control over the amount of such tax 
levies, by virtue of the power of the School Commission 
* to approve or reject local budgets, pp. 96-7. 


B. Lack of power to levy any taxes except by authority of 
an election. 

(Note:—The reason for this lack of power, and the specific 
cases in which it is illustrated, will be apparent in the dis- 
cussion of the levy of taxes by the county as a governmental 
agency. It is very important, in understanding the material 
in the monograph, and particularly the rulings of the Attorney 
General mentioned there, to distinguish between the county 
as a school administrative unit, and the county as a govern- 
mental agency. The theory of the distinction is that as a 

‘ school unit, it has, like all other school districts in the State’s 
history, no power to levy taxes unless authorized by popular 
vote; while as a governmental agency it is required by the 
Constitution to levy taxes for the support of a six months 
term of school, regardless of any vote.) 


II. The status of the county as a governmental agency. 


A. The constitutional requirement that the counties must sup- 
port a six months term of school, Constitution Art. IX, 
sec. 3. 











B. Typical taxes which must be levied by the county under 
this constitutional requirement because of the fact that 
the State has not undertaken to pay for the items in- 
volved. 

1. Taxes for capital outlay purposes (such as construction 
of school buildings), pp. 108-9. 

2. Taxes for purchase of school busses. (This is really a 
capital outlay item, but is being treated separately be- 
cause there has been some controversy over the mat- 
ter,) pp. 95-6. 

8. Taxes for school sanitation, p. 109. 

4. Taxes for maintenance of plant and fixed charges, pp. 
107-8. 

5. Taxes for vocational agriculture and home economics, 
pp. 107-8, 110. 

6. Taxes for the cost of providing bonds for officials han- 
dling school money and of the auditing of school funds, 
pp. 107-8. 


(Note:—It should be explained here that probably taxes 
for any of these purposes may also be levied by a city or a 
county administrative unit, but these units may levy these 
taxes only by authority of the voters. The county as a 
governmental agency needs no such authority as long as it 
is demonstrated that the purposes for which the taxes are 


levied are necessary for the support of the six months 
term. ) 


C. The problem raised by the fact that the law requires that 
all county-wide school funds must be distributed on a per 
capita basis, p. 109. 


III. The status of the old school districts. 
A. With respect to debt service taxes. 


1. Debt service levies must be continued until debts are 
paid, pp. 110-1. 
2. Assumption of district debts by the counties, p. 113. 


B. With respect to taxes uncollected and money on hand when 
the School Machinery Act was passed, pp. 111-2. 











C. The amount of maintenance taxes formerly levied by the 
old school districts, which have been largely eliminated 
under the new law, pp. 83, 114. 


SUGGESTED QUESTIONS FOR DISCUSSION: 


1. Should the State undertake to finance an eight months term? 

2. Are you satisfied with the scale of support which the State 
is providing? 

3. In an effort to obtain a uniform system, should the legis- 
lature place limitations on the amount which may be spent 
by local units for local schools? 

4. Are the two positive limitations now placed on local ex- 
penditures (i.e., the legislative limitation on units in de- 
fault and the administrative limitation effected by the 
power of the School Commission to approve or reject local 
budgets) wise limitations? 

5. Do you think the legislature erred in discontinuing all 
local supplements and requiring elections to authorize new 
ones, in view of the financial situation in the spring of 
1933? 

6. Is the condition in your local community such that the levy 
of a property tax for school supplements would be wise, 
considering the present tax rates, the amount of delinquent 
taxes, the prospective number of tax foreclosures, the rate 
at which collections are coming in, the percentage of col- 
lection of any school maintenance taxes levied in your lo- 
cality during 1931-3, and your own estimate of the present 
ability of taxpayers to pay? 

7. In determining how much a county or city should spend 
in supplementing State funds, how much weight should be 
given to the fact that the county or city is unable to pay 
its bondholders and other creditors? To the fact that it 
did not pay its previous school obligations, such as teachers’ 
salaries? 

8. How much weight should be given to the fact that the 
State is paying promptly the amounts it promised to pay? 

9. In the light of your local conditions at the time the legis- 
lature was in session, do you think the policy of the School 
Machinery Act was wise? 
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10. 


31. 


12. 


In the light of conditions now existing in your locality do 
you think the result of the Act is desirable? 

What changes, if any, would you care to see made in the 
Act by the 1935 legislature? 

Do you know of any way in which local supplements should 
be raised, other than property taxes? 





PROGRAM 3 


Toric:—Legislation designed to effect economies in the operation 


of the State government. 


Tue Qurestion:—How could the State’s expenditures be de- 


creased? 


THE LEGISLATIVE ANSWER: 


I. Laws designed to effect some saving by reorganizing parts of 
the State government. 


A. 
B. 


C. 


D. 


Laws abolishing State agencies, pp. 52-5. 

Laws transferring administrative functions from one State 
Department to another, pp. 55-7. 

The merger of the Highway and Prison Departments, 
pp. 57-9. 

The effect of the reorganization laws, p. 60. 


II. Laws designed to reduce salaries. 


(Note :—These laws really represent one phase of the reduc- 


tion of appropriations, but as they are numerous, it is sug- 
gested that they be discussed separately. Also, attention ‘is 
called to the fact that some of the laws discussed under State 
reorganization effected material salary reductions. These laws 
will not again be cited here.) 


A. 


B. 


Laws reducing the compensation of specific officers and 
employees, pp. 60-1. 

Blanket reductions contained in the Appropriations Act, 
and the powers conferred by the Act on the Budget 
Bureau, pp. 61-2, 66-7. 
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III. Reductions in general appropriations for various State 
functions. 


(Note:—In the State’s bookkeeping, there are three main 
funds. The General Fund is the Fund from which practically 
all appropriations are made except those for the Department 
of Agriculture and those for the Highway and Public Works 
Commission and highway bond debt service. Into the General 
Fund go almost all taxes levied by the State except gasoline 
taxes and motor vehicle license taxes. The Agriculture Fund 
is, for purposes of the immediate discussion, merely a special- 
ized part of the General Fund. It is composed of all types of 
inspection and tonnage fees received by the Department of 
Agriculture for its services. Out of it the appropriations for 
the Department of Agriculture are made, but any balance 

« remaining in the Fund at the end of the year is placed in the 
General Fund. The Highway Fund is composed of all gasoline 
and motor vehicle license taxes. Out of it are made the ap- 

. propriations for the administrative expense of the Highway 
and Public Works Commission, the maintenance and construc- 
tion of highways, and highway bond debt service. As pointed 
out in the monograph, this year the legislature also ap- 
propriated out of the Highway Fund, if there is a surplus in 
it, $1,000,000 per year for the use of the General Fund. Any 
further surplus in the Highway Fund remains as a part of that 
Fund and does not go into the General Fund.) 


A. Appropriations from the General Fund and its subsidiary, 
the Agriculture Fund, compared with appropriations made 
in the years 1929-33. 

1. General administrative and executive appropriations, in- 
cluding those for the Department of Agriculture, but 
not including those for the Highway and Public Works 
Commission, p. 63. 

2. Appropriations for institutions of higher education, 
pp. 120-2. 

8. Appropriations for charitable and correctional institu- 
tions (other than the State prison system), pp. 139-142. 

4. The General Fund budget, pp. 75-6. 
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(Note:—It should be kept in mind that the estimates 
of revenues to be derived from various types of taxes, con- 
tained in the monograph, necessarily will be subject to a 
large percentage of error. They are given largely to il- 
lustrate the various sources from which the General Fund 
derives its revenues and, to some extent, to illustrate the 
problem involved when a legislature undertakes to balance 
the budget. Any estimate of revenues is of uncertain 
validity, though, of course, an experienced tax expert will 
come much closer in his estimates than the man on the 
street. Even the expert may blunder when dealing with 
a new tax or with a tax in which major changes have been 
made, particularly when the economic outlook is very un- 
certain, as it was in the spring of 1933. The particular 
figures given in the monograph are estimates which were 
before legislative committees at a time when the Revenue 
Act was very nearly in its final form. They are, however, 
merely one set of a number of estimates which were made, 
and the writer has been unable to secure any guarantee 
that they are in any sense “official.” ) 


B. Appropriations from the Highway Fund, compared with 
the appropriations during the years 1931-3, p. 132. 
(Note:—It is suggested that here you also take up the 

material in the monograph on pages 133-7, inclusive, dealing 

with the restrictions placed on highway expenditures and 
with the method of financing the State’s prison system.) 


IV. Changes made in revenue laws. 


(It is probably not necessary to discuss this phase of the 
legislative work in order to complete this program, and any 
detailed discussion of revenue laws must necessarily be rather 
technical. Any one desiring to discuss the matter to some 
extent will find some material dealing with the changes in 
General Fund taxes on pages 67-75 and some dealing with 
Highway Fund taxes on pages 125-32. For ordinary purposes 
it should be sufficient to state that the legislature, with respect 
to General Fund taxes, raised the rates on income, inheritance 
and franchise taxes, made numerous changes in license tax 
schedules, found new taxes in the sales tax and the beer taxes, 
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and abandoned the former 15¢ property tax. With respect 
to Highway Fund taxes, it made no major changes in gasoline 
tax rates or in private passenger motor vehicle license taxes. 
It did change the laws respecting gasoline tax refunds so as to 
increase the number of refunds but to decrease from 6c to 
5c the amount refunded per gallon; it tightened the laws 
governing the collection of gasoline taxes; and it made rather 
numerous changes in the laws governing license taxes on com- 
mercial motor vehicles.) 





PROGRAM 4 


Toric:—Laws affecting the amount of local property taxes. 
Tue Question :—How could local property taxes be reduced? 


THE LEGISLATIVE ANSWER: 
I. Taxes abolished. 


A. Abolition of the State’s 15c tax for schools and substitution 
of the sales tax, pp. 8, 85. 

B. Practical abolition of local property taxes for school main- 
tenance, subject to the levy of new taxes on approval of 
the voters, pp. 8, 88-91, 83-4. 


II. Reductions in the valuation of taxable property. 


A. Option allowed County Commissioners by the 19383 Ma- 
chinery Act either to have a complete revaluation of real 
estate or to make a uniform, horizontal decrease in 
valuations, pp. 3-5. 

(It is suggested in this connection that you familiarize 
yourself with what was done in your own county.) 


B. The effect of reducing property valuations on the amount 
of taxes levied for general county or city purposes 
(i.e., purposes other than debt service and schools), pp. 6-8. 
(It is suggested that you ascertain from your local authori- 
ties what special taxes your county and city are permitted 
to levy, either under special legislation or by virtue of 
special charter powers. It is suggested also that you 
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IIT. 


A. 


IV. 


A. 


B. 


C. 


ascertain whether the maximum rates are being levied for 
general purposes, and for authorized special purposes. 
Finally it is suggested that you consult the chart at the 
end of the chapter on Local Economy and Finance, to 
ascertain whether any special levy was authorized in your 
county by the 1933 legislature.) 


Efforts to make self-supporting services of governmental 
agencies now financed by property taxes. 


Permission given to cities to support sewer systems by 
making service charges against users of sewer or water 
facilities instead of supporting the sewer system by levy- 
ing property taxes, pp. 8-9. 

(It is suggested that you ascertain how your local com- 
munity supports its sewer system.) 


. Discussion:—Which method of supporting sewer systems 


is the wiser plan, in view of the fact that supporting the 
system by service charges does not remove the burden of 
support from all property owners, but only places the 
entire burden on the owners of improved realty? 


Efforts to reduce the cost of local government and thus to 
reduce the amount of taxes necessary to be levied in order 
to pay the cost of operating local government. 


Permission to consolidate local governments and local 
governmental agencies, pp. 9-11. 


Statutes designed to reduce the costs of operating courts 
(the effects of which are comparatively unimportant), p. 12. 


Statutes reducing the salaries of local officers, p. 11. 

(If there was any change effected in local officers’ salaries 
in your county by the 1933 legislature you can find it in 
the summary of local legislation prepared for your county 
by the Institute.) 


V. Local governmental debt and debt service taxes. 


The most serious obstacle in the way of reduction of local 


property taxes is, of course, the tremendous debt burden which 
the local governments are now carrying. For this reason it 


is 


suggested that this question be discussed as a separate in- 
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stallment to follow the discussion of the foregoing material. 


T 


hose who wish to discuss the whole problem at one session 


may, of course, merely combine the two installments in any 
fashion they see proper. 


Toric 





PROGRAM 5 


:—Laws affecting the problem of local governmental debts. 


THE Question :—What could be done with respect to local govern- 


mental debts which would permit reduction in 
taxes levied to pay the principal and interest of 
these debts? 


THE CONSIDERATIONS INVOLVED: 


I. Considerations working in favor of creditors of local units. 


A. 


These debts are fixed obligations. The interest rate is 
fixed, the principal amount is fixed, and the date of maturity 
of the various obligations is fixed. None of these things 
may be changed purely by legislative action. 

. The Federal Constitution prohibits any state from passing 
a law which impairs contract rights, and the creditors have 
a contract right to receive their money, p. 13. 


. The future credit, not only of the particular local govern- 


ment, but of every other local unit in the State, and to 
some extent the credit of the State itself, is at stake. 


D. Repayment of debts has heretofore been regarded as a 


IT. 


A 


moral obligation. 


. To the extent that the notes and bonds of our local govern- 
ments are held by local banks, trustees and citizens, failure 
to repay in full will work serious local consequences. 


Considerations working in favor of the taxpayers of local 

units. 

. The legislative desire, natural in the light of the times, 
to reduce taxes, regardless of debts. 
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B. The unprecedented amount of unpaid taxes, and the un- 
precedented number of pending or imminent tax fore- 
closures. 


C. The fact that in many cases, due to shrinking tax revenues 

and the decreasing value of property, units in default, if 

they levied a tax rate sufficient to pay up obligations due, 
would be forced to levy a tax so high that no one would 
or could pay. 

D. The fact that much of the money was borrowed at a time 

when the purchasing power of the dollar was much less 
than it was in the spring of 1933. 
(It is suggested that, in connection with the program, the 
following information about your city and county will be 
useful, as demonstrating how important the question of 
governmental debts is to you: 

1. What part of your tax rate is levied to provide revenues 

to pay debts? 

2. Does this tax rate produce enough revenue to pay all 
maturing debts and all interest? 

3. Was any part of the reduction in 1933 taxes effected by 
removing State and local school taxes wiped out by the 
necessity of increasing the tax rate for debt service taxes, 
taking into consideration the amount by which property 
values were reduced? 

4. If your unit is in default, has any method of refinancing 

been decided upon? 

. What is the total indebtedness of your unit? 

6. What is the total valuation of taxable property in your 
unit?) 


a 


THE LEGISLATIVE ANSWER TO THE PROBLEM. 


I. Laws the effect of which is to assist creditors. 


A. The School Machinery Act (Removal of the State’s 15c 
property tax, and practical elimination of many local school 
maintenance taxes), pp. 14, 85, 88-91, 83-4. 

B. Permission to secure the appointment of Administrators of 
Finance, pp. 19-20. 


II. Laws the effect of which is to assist taxpayers and enable 


tax rates to be reduced. 
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A. Laws the effect of which is partially to remove the necessity 
of levying taxes sufficient to pay all interest and all matur- 
ing debts. (The laws under this subdivision are rather 
technical, and may be omitted by those who do not desire 
so complete a discussion. They are, however, very 
important. ) 

1. Liberalization of the method of estimating uncollectible 
taxes, when making up the unit’s annual budget, so as 
greatly to increase the discretion of local authorities, p. 15. 

2. Liberalization of the method of estimating the amount 
which will be realized from delinquent taxes, deposits in 
closed banks and other sources, also so as greatly to in- 
crease the discretion of local authorities, pp. 15-16. 

3. Removal of the civil and criminal liabilities to which 
local tax levying authorities were formerly subject for 
failure to levy sufficient taxes, pp. 16-17. 

4. Obstacles placed in the path of creditors seeking to 
enforce the levy of higher taxes, pp. 17-19. 


B. Laws designed to permit postponement of the payment 
of debts, and thus to allow reduction of tax rates, at least 
for the present. 


(Here it should be explained that bonds and notes of local 
governments are constantly falling due and the ability 
of the local governments to pay them is now at its lowest 
ebb. The State has long had laws which allow new bonds 
to be issued to take the place of these maturing debts, 
the effect of issuing these new bonds being simply to renew 
the loan and postpone payment of part or all of the 
principal. 

The two chief types of bonds issued by local govern- 
ments are term bonds and serial bonds. Bonds are term 
bonds when the entire issue matures at one time. Bonds 
are serial bonds when some part of the issue matures during 
each year over a period of years. Up until the last few 
years, most bonds issued by local units in the State were 
term bonds, and these term bonds, many of which are now 


maturing, are the ones causing the greatest present dif- 
ficulties. 
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In more normal times, when new bonds were issued to 
replace old debts, the new bonds could be sold to new 
purchasers and the old creditors paid in cash from the 
proceeds. Now, however, there is no market for these 
new bonds, and the only way in which new bonds may be 
issued, and the debt renewed, is to induce the present 
creditors to take the new bonds in exchange for the old. 
It is therefore necessary that the new bonds be allowed 
to contain provisions which will make them more attractive 
to the present creditors, in order that the latter may be 
persuaded to accept them. The primary purpose of the 
laws mentioned under this subdivision are to allow more 
flexibility in the new bonds, so that the individual situations 
of local units may be met, and to allow provisions more 
attractive to present creditors to be written into the bonds. 
The new bonds are called funding or refunding bonds). 

1. Changes in the laws governing issue of funding or re- 
funding bonds issued by counties and cities, pp. 24-6. 

2. Changes in the laws governing issue of funding and 
refunding bonds by local units other than counties and 
cities (such as school districts, sanitary districts, drainage 
districts, etc.), p. 26. 


C. Creation of machinery for the compromise of debts owed 
by local governments, pp. 20-23. 

(Since the Governor has not appointed the County 
Readjustment Commission which was created by Chapter 
205, and since there is a technical legal question invelved 
regarding the constitutionality of the Chapter, those de- 
siring a simpler method of discussion may direct the dis- 
cussion along the following lines: 

The laws concerning funding and refunding bonds, men- 
tioned above, are largely designed to allow only postpone- 
ment of payment of debts and, if the creditors are willing, 
to allow reduction of the interest rate. They would also 
allow reduction of the principal amount of the debts if the 
creditors will agree. But, as there is no way of compelling 
creditors to agree to any proposal to reduce the principal, 
it is practically impossible to secure any such reduction 
under those laws. Many creditors who would be willing 
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to accept reduction if all creditors accept the same reduc- 
tion, will not accept it as long as they know that a few 
dissenting creditors will receive payment in full. 

Chapter 205 is the only law passed by the 1933 legisla- 
ture which attempts to set up any machinery, the practical 
result of the use of which would be to force dissenting 
creditors to take any reduction accepted by two-thirds of 
the creditors. The Chapter is probably unconstitutional, 
as it impairs the contract rights of the creditors to receive 
payment in full. At any rate, there seems little likelihood 
that its provisions will be tested. 

It is almost certain that the Federal Congress will have 
before it, at the 1934 session, legislation which will per- 
mit reduction of the debts of local governments upon con- 
sent of some precentage of the creditors, and which will 
provide machinery which, in effect, will force dissenting 
creditors to take the same settlement. The Congress al- 
most undoubtedly can pass valid legislation of this type, 
as the Federal Constitution gives to Congress the power 
to regulate bankruptcies—a power not possessed by state 
legislatures. In taking action under the bankruptcy power, 
Congress is not handicapped by the possibility of inter- 
fering with contract rights. Since Congress has the power, 
the question of whether such legislation should be passed 
becomes one of policy. The question is:—Should local 
governments, like local citizens, be permitted to go through 
some form of bankruptcy when their debts have become 
too large?) 





PROGRAM 6 


Toric:—Laws affecting the collection of property taxes. 


(Note:—The 1933 laws on this subject vary so much in 
different localities that it will be necessary for you to ascer- 
tain what your local laws are before you can attempt to apply 
this program to your immediate locality. A key to the local 
laws affecting your county may be found in the chart which 
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appears at the end of the chapter on Local Economy and 
Finance in the monograph. A summary of their provisions 
and of the provisions of any laws affecting particular cities in 
your county may be found in the summary of local laws for 
your county.) 


THe Question :—How far should the legislature go in liberalizing 


laws governing the collection of taxes? 


SoME IMPORTANT CONSIDERATIONS INVOLVED. (Most of the con- 
siderations are argumentative and open to debate.) ~ 


I. Considerations against liberalization. 


A. 


Failure to enforce timely payment of taxes may result in 
such a complete breakdown in tax collections that local 
governments will be unable to meet any payments of interest 
or principal on their debts, and will be unable to obtain 
enough cash to meet even operating revenues. 


. Any measure which allows a taxpayer to pay delinquent 


taxes at a discount or on a compromise basis apparently, 
to some extent, discriminates against taxpayers who paid 
their taxes on time, and may encourage these latter tax- 
payers to cease paying on time. 


. Any measure which reduces the penalties for failure to 


pay taxes promptly, or which postpones the date of the 
sale of property for failure to pay, removes the necessity 
of prompt payment as a business proposition, and leaves 
the time of payment more nearly a matter of personal 
option with the taxpayer. 


. It is difficult, even though laws are liberalized solely to 


meet an emergency situation, to insure that they will not 
be taken by taxpayers as a precedent and as an indication 
of what they may continue to expect. 


II. Considerations in favor of liberalization. 


A. 


B. 


So far as taxes already delinquent are concerned, allowing 
payment at a discount may produce immediate cash revenues 
which are much needed by local governments, thus allow- 
ing current tax rates to be reduced. 

The local governments, by foreclosing on property which, 
in most instances, they must purchase themselves, do not 


20 





gain anything, as they receive no cash from the foreclosure, 
as they must advance the actual costs of the foreclosure, 


and as such property is not subject to further accrual of 
taxes. 


C. The unprecedented amount of delinquent taxes and im- 
minent foreclosures, and the depressed character of the 
times, create an emergency situation which calls for 
emergency action. The emergency is so great that not 
only must taxpayers be given an opportunity to pay up 
delinquent taxes at a discount, but also penalties on current 
taxes must not be allowed to accrue rapidly while delin- 
quent taxes are being paid off. It is worth noting that in 
many places sales were delayed by local authorities before 
the legislature took action. 


D. In so far as delinquent taxes for 1930 and prior years 
are concerned, taxpayers who paid them promptly did so 
in dollars worth much less in purchasing power than dollars 
were worth when the legislature was in session. 


THE LEGISLATIVE ANSWER: 


(Note :—In interpreting the laws passed, and in understand- 
ing their technical provisions, it may be very helpful to read 
carefully the summary of tax collection procedure appearing 
on pages 27-9 of the monograph. The portion of this sum- 
mary which deals with sales and foreclosures for failure to 
pay taxes refers chiefly to taxes on real estate. When the 
taxpayer owes taxes on real estate only or on both real estate 
and personal property, his real estate is sold for the total 
amount of taxes owed by him. Where he owes only taxes 
on personal property, the tax collecting authorities may levy 
on his property and sell it at public auction in order to satisfy 
the tax bill, but there is no such foreclosure procedure as there 
is where real estate is involved. 

It is also suggested that you talk to your local tax collectors 
and to your county commissioners and city authorities regard- 
ing the wisdom of the laws affecting the situation in your 
locality, and regarding the effect of those laws on tax collec- 
tions in your locality.) 
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I. The treatment accorded delinquent taxes for 1931 and prior 
years. 





A. Taxes on real estate. 

1. Cancellation of taxes for 1926 and prior years where no 
foreclosure had been begun by the county or city, p. 30. 

2. Compromise of taxes for 1931 and prior years—install- 
ment payments and discounts, pp. 30-1, 32-3, 35-6. 

8. Redemption of property purchased at foreclosure sale 
by a city or county—installment payments and dis- 
counts, pp. 31, 34-5. 

4. Treatment of cases where the tax sale certificate is not 
held by a county or city, pp. 31-2. 


B. Taxes on personal property—payment of all delinquent 
1931 and prior taxes on personal property at a discount, 
p. 34. 


(Note:—In connection with all matters pointed out respect- 
ing 1931 and prior taxes, both real and personal, you should 
be careful to ascertain whether Chapters 181 and 548, Public 
Laws, which are discussed in the monograph, are applicable 
in your county and city. You can ascertain whether your 
county is exempt, whether the application of these laws is 
optional with your local authorities, and whether there are 
special exceptions for your county by reading the material in 
the monograph on pages 35-6, 37. You can ascertain what 
action has been taken by your local taxing authorities and 
how they are handling the problems pointed out in the mono- 
graph by talking to these local authorities and to your county 
and city attorney.) 

II. The treatment accorded taxes for 1932, (which were current 
taxes when the legislature was in session). 
A. Penalties to be charged. 
1. Chapter 559, Public Laws, fixing the penalty in fifty- 
seven counties, pp. 39-40. 
2. Penalties in counties to which Chapter 559 did not 
apply, pp. 40-1, 28. 
B. Postponement of the time of sale of 1982 taxes on real 
property, pp. 40, 42-4. 
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(Note:—As it was impossible for the writer of the mono- 
graph to check the actual situation in each county, the ma- 
terial on this point cited in the monograph is probably inac- 
curate with respect to some counties. However, the date at 
which these sales were held in your county may easily be 
ascertained from your local authorities. Likewise the penalties 
charged on 1932 taxes in your locality may be so ascertained.) 


III. Treatment accorded 1933 taxes. 
A. Penalties to be charged. 
1. Option allowed to local authorities in all counties by 
the Machinery Act, p. 41. 
2. Limitations placed on the maximum penalties chargeable 
in fifty-seven counties by Chapter 559, p. 41. 


(Note:—It is suggested that you consult your local 
authorities to ascertain the penalty actually being charged 
in your county and city.) 

B. Time of sale of 1933 taxes on real estate, p. 41. 

(Note :—It is suggested that you consult your local authori- 
ties to ascertain the date at which these sales will be held 
in your county and city.) 

C. The reduction of interest rates on tax sales certificates 


and the limitations placed on the cost of foreclosure, p. 44. 


SuGGESTED QUESTIONS FOR FINAL DISCUSSION: 


1. Do you think the laws in this field applicable to your own 
county and city are well adapted to the local situation? 

2. Do you think it is wise to allow local authorities an option re- 
regarding the amount of penalties to be charged and regard- 
ing the manner in which delinquent taxes must be paid? 

3. Do you think it is wise to allow the laws governing penalties 
and foreclosures to vary as much in different counties as they 
now do? (The extent of the variation is indicated by the 
chart in the monograph.) 
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PROGRAM 7 


Topic:—-Changes in the laws affecting the family and the child. 
I. New laws affecting marriage requirements. 
A. Repeal of the statute which required minors to give five 

days notice of intention to marry, p. 170. 

B. Repeal of the laws requiring health certificates to be filed 

by applicants for marriage licenses, pp. 170-1. 

C. Filing certificate of marriage performed in another state, 

pp. 171-2. 

Note:—These marriage laws raise a number of questions 
regarding the social policy of the State. Among others which 
lend themselves readily to discussion, the following may be 
mentioned : 

1. How far should the policy of the State regarding mar- 

riage requirements be influenced by the competitive factor 
(i.e., the fact that the laws of other states are more lax)? 
(There are at least three separate elements to be con- 
sidered in this connection: namely, the desirable level 
for State social standards, the monetary phase of the 
matter, and the extent to which lax laws in neighboring 
states defeat the purpose of more stringent laws in our 
own State. It may also be pointed out that this is not 
the only case in which there is competition between state 
laws. There is competition in divorce laws, in almost 
all types of state tax laws, though particularly with 
respect to corporation franchise and income tax laws, 
and in many other fields of law.) 

2. How much discrimination should there be between the 

sexes in the matter of health requirements for marriage? 

8. Is there any conflict of policy between our laws regard- 

ing marriage health requirements and our laws permitting 
sterilization of mental defectives? (There is a discussion 
of the 1933 sterilization law on pages 142-4.) 


II. New laws affecting divorce. 


A. Reduction from five to two years of the period of separation 
required in order to secure a divorce on the grounds of 
separation, pp. 172-3. 
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Note:—Since separation is the ground of divorce relied 
upon in the majority of cases these laws are of considerable 
importance. However, the laws do not begin to liberalize the 
State’s divorce laws to the point where the State is competing 
with such divorce mills as Nevada. Consequently they are 
not particularly suitable as a basis of discussion of competi- 
tion between states on this phase of legislation. Probably 
the chief questions which they raise are: first, how long a 
period of separation should be required? and, second, should 
the party responsible for the separation be accorded sub- 
stantially the same right to sue for divorce as the aggrieved 
party?) 

III. Laws affecting the adoption of children. 
A. The new adoption law and the changes it effects, pp. 173-5. 

(Note:—As will be apparent, the monograph sets forth 
eight changes effected by the new adoption law. Of these, 
the sixth and eighth are not of any particular importance in 
discussing the law. It is suggested that the other changes be 
taken up and their wisdom discussed. It seems to the writer 
that the chief question of policy to be raised is the question 
as to whether the law should be inapplicable to non-resident 
parents. ) 

IV. Laws affecting illegitimate children. 
A. Complete revision of the laws with regard to the support 
of illegitimate children, and the changes effected, 

pp. 147-150. 


(Note:—As will be apparent, the monograph sets forth 
twelve points of difference between the old laws and the new, 
and also sets forth a few points of similarity. It is suggested 


that these points be taken up separately and the wisdom of 
each discussed. ) 


PROGRAM 8 


Toric:—Changes in the criminal laws and laws affecting the 
treatment of prisoners. 


I. New crimes which are important either by virtue of popular 
interest or serious penalties. 
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The kidnapping law, p. 153. 

The machine gun law, pp. 153-4. 

The possession of lottery tickets, p. 154. 

. The legislative lobby law, p. 154. 

The undesirable oysters, p. 154. 

The sale of misbranded or adulterated gasoline, pp. 197-8. 

. Crimes created to protect public health or safety, 
pp. 199-201. t 


QAR OO 


(Note :—This is not, of course, a complete list of new crimes. 
Many others were created by the revenue laws, the beer laws, 
the game laws, the election laws and many miscellaneous 
general laws. The above list is, however, a representative 
list of new crimes attracting popular interest or punishable 
by serious penalties. ) 


II. The treatment of prisoners. 


A. Matters not primarily influenced by the question of expense. 
1. Indefinite sentences and other rewards for good 
behavior, p. 160. 

. Separation of races and sexes, pp. 160-1. 

. Force permissible in maintaining discipline, p. 161. 

. Recapture of escaped prisoners, pp. 161-2. 


& Cc bh 


B. Matters either primarily or largely influenced by the cost 
of maintaining the prison system. 

1. The distribution of the burden as between the State 
and counties, p. 58. 

2. The effort of the State to make prison labor pay for the 
cost of the prison system, and the way in which the ef- 
fort conflicts with the interests of private business, 
pp. 57-9, 133-4, 201-2, 209-10. 

3. The pardon and parole of prisoners, pp. 162-4. 
(Note:—It is no doubt unfair to say that the power of 

pardon and parole, in the light of the way it is being exer- 
cised by the present Governor, is purely an economic power, 
designed to get rid of prisoners whose custody is a financial 
burden to the State. There is no doubt, however, that the 
legislature had the monetary phase of the matter primarily 
in mind when the 1933 law was passed, and hence the law 
is placed here with other monetary matters.) 


26 








PROGRAM 9 


Topric:—Changes in laws affecting the conservation of wild game 
and natural resources. 
I. Laws affecting game. 
A. The fight made to reduce the cost of hunting licenses and 
its results, pp. 176-7. 
B. Changes made in hunting seasons, pp. 177-9. 
C. Changes made in game fishing licenses, p. 177. 


(Note:—The three types of laws above, and particularly 
the two types of laws relating to hunting, suggest at least 
two questions for discussion: 

1. What should be the policy of the State with respect to 

protection of wild game? 

2. Should the State finance its game conservation policy 

by means of the sale of hunting and fishing licenses?) 
D. Changes made in laws relating to commercial hunting and 
fishing, pp. 179-180. 
E. Local laws. 
(Note:—It is suggested that you consult the summary of 


local laws for your county for laws affecting game seasons or 
licenses. ) 


II. Laws relating to State and National Parks. 


A. More adequate supervision of State lakes, pp. 181-2. 

B. Authority to make Fort Macon and Mount Mitchell more 
accessible, p. 182. 

C. The unsuccessful attempt to create the Daniel Boone Na- 
tional Forest Park, p. 182. 


(Note:—The predicament of Swain and Haywood counties, 
referred to in the monograph material just cited, raises some 
questions which are not always taken into consideration by 
citizens of the State when advocating the establishment of 
parks. When a park is established it removes large amounts 
of property from the tax books, leaving the balance of the 
property in the counties involved saddled with the debts of 
the entire county. There are at least five ways in which the 
situation may be handled: 

1. The balance of the county may be left to shift for 

2 itself. 
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2. The State may assume a proportionate part of the debt. 

3. The Federal Government may assume a proportionate 
part of the debt. 

4. A specified percentage of any receipts accruing from 
park lands and concessions may be turned over to the 
county as partial retribution, as is done in the case of 
National Forests but is not done in the case of National 
Parks. 

. All receipts may be turned over to the county until 
a proportionate part of the debt has been paid. 

In the case of Swain and Haywood the 1933 legislature re- 

fused to obligate the State to give any aid, but petitioned the 

Federal Government to do so. The matter is now before 

Congress, and there is some chance that a percentage of the 

receipts will be made available for use by the counties. If 

you are interested in these questions, they offer considerable 
opportunity for discussion). 

D. The attempt to change the purposes for which National 
Forest moneys now paid to some western counties may be 
used, pp. 182-3. 

III. Conservation legislation not directly concerned with parks. 

A. Authority to organize limited dividend corporations to 
promote forestry projects, p. 180-1. 

B. Legislative endorsement of President Roosevelt’s ‘Tennessee 
valley project, p. 181. 


PROGRAM 10 
Toric :—Local legislation. 


It is suggested that you obtain a copy of the summary of local 
legislation for your county and use it as the basis for one program. 
These summaries were distributed for publication to all newspapers 
in the State, but if you cannot obtain a copy from your newspaper 
the Institute will be glad to furnish you with a copy for your 
county. 

The local legislation may be compared with the material in the 
monograph covering any general laws which may have been passed 
on the same subject. If you have any difficulty in comparing the 
local laws with the general laws, the Institute will be gled to co- 
operate with you in outlining a special program. 
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